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WORKING CAPITAL FUND BOARD
MINUTES OF MEETING

NOVEMBER 12, 1998

The meeting was brought to order by the Chair, Rick Farrell, at 1:30 p.m.

Attendees: See attached list.

(1) INTRODUCTION

Mr. Farrell introduced himself to the Board as the new Director of Management and
Administration, and asked that the Members introduce themselves, which they did. He stated that
he looked forward to working with the Board and with the resource managers of other customer
organizations, many of whom were represented at the meeting.

(2) APPROVAL OF MINUTES OF MAY 27, 1998 MEETING

The Board approved the minutes without discussion.

(3) INSPECTOR GENERAL REPORT ON 1998 AUDIT

The Chair noted that Fund staff had provided Members with "read ahead" copies several
documents related to agenda topics, one of which was the IG's FY 1998 annual report on the
Fund. He asked the Board Secretary, Howard Borgstrom, to summarize the report. The Secretary
outlined the three major points made in the report and the management response:

1. HR incurred a disproportionate share of the Fund's costs, and should focus on minimizing
its use of mail, telephone and LAN services provided through the Fund. Mr. Borgstrom
commented that HR agreed with this recommendation and was moving to reduce its' use of
these services.

2. In light of persistent financial and management problems in certain business lines, notably
Supplies, the Fund should develop procedures to periodically assess business lines for
efficiency and cost effectiveness, and to address how and when to discontinue a business
that cannot compete with outside sources. HR agreed with recommendation and has
drafted the procedures, and will institute a review of the Supplies business and report to
the Board in the next few months.

3. The Fund's financial management system did not efficiently provide timely and accurate
information, and Fund management in conjunction with the CFO should take steps to
improve performance of the system. HR concurred with this recommendation and is
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bringing on-line a new billing system that will work more closely with DISCAS. HR will
also ensure that there is closer coordination of Fund financial management systems,
especially the Business Line feeder systems.

(4) FY 1998 ANNUAL REPORT

The Chair noted that Members had been provided with the Fund's FY 1998 Annual Report. Mr.
Borgstrom summarized the Report for the Board. He stated that the financial condition of the Fund
is sound, and he did not foresee any permanent pricing policy changes for the businesses.

For the first two years of operation earnings have exceeded expenses by approximately $2.6
million, or 2% of Fund activity. A large part of this balance is associated with capitalization of
costs associated with major asset purchases and software upgrades. Mr. Borgstrom highlighted
three items the Board should be aware of

1. In accordance with authority previously granted by the Board, he is instituting price reductions
in several areas:

S Mail - To offset a $100 K surplus the Fund will forgo charges to customers for
common mail stops and field pouch costs. These charges will be reinstituted for FY
2000.

S Electronic Services - Pending a review of pricing policies, the Fund will reduce FY
1999 charges to customers by $300 K, or 25%.

S Telephones - There will be a reduction on the FY 1999 cost of "Dial 9" service due to a
negotiation of a more favorable rate with Bell Atlantic.

In addition, there will be a reduction of FY 2000 Building Occupancy cost estimates
published in May 1998, of about $1.5 Million due to changes in the rates GSA will
charge agencies as approved by OMB.

2. There are several cases where cash balances have accumulated because of depreciation being
factored into pricing policies. The Fund will reserve these balances for future capital spending.

3.       In two cases, businesses would benefit from independent review. In the case of
Supplies, which appears to have resolved many of its problems, Ms. Sye and Mr.
Borgstrom will cooperate on a review of the business and its pricing policies. In
another case, John Gilligan, the CIO, and Mr. Borgstrom have agreed to review the
pricing policies and structure of the Information Management business lines. Reports
on these reviews should be available sometime in the spring of 1999. Groups are being
formed to conduct these reviews and Fund management would welcome participation
by representatives of customer organizations
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The representative of the General Counsel asked if GSA would be providing any further
reductions in Building Occupancy costs. The Secretary replied that the Fund would realize no
further reductions due to the "market basket" rent formulation method utilized by GSA. MA will
be working with GSA to look for ways to have GSA provide more service for the Department's
rent dollar.

(5) FINANCIAL POLICIES AND PROCEDURES

Mr. Farrell called the Board's attention to a previously-provided draft Fund Policies and
Procedures document, and asked the Secretary to brief the Members on its development and main
features. Mr. Borgstrom explained that the document was an attempt to bring together all of the
previously developed Fund policies into a single codified 1998 policy, and highlighted the
following points:

1. Current Fund policy was expanded by bringing in internal MA policies because Business
Lines outside of HR are now in the Fund.

2. The CFO added language strengthening the policy on the treatment of balances.

3. Additions were made to address IG recommendations on business that are running in the
red. The policy states that the Fund Manager will initiate action on businesses that have a
loss in two consecutive quarters.

As part of the discussion of the policy document Mr. Borgstrom gave the Members two handouts:
A chart showing Fund carry-over balances, and a market-basket comparison developed by the
Supplies business line that demonstrated that the business is competitive with outside vendors.

The Secretary asked that the Board Members get back to him with their comments on the policy
document by December 3, 1998, but noted that was a budget week, and it would be easier to
incorporate their comments if they came in the previous week. The final document will be
considered for approval at the December meeting.

There were no questions from the Board.

(6) BOARD COMPOSITION FOR 1999

The Chair solicited guidance on the question of Board membership in the coming year. The terms
of four of the existing Members expire at the end of CY 1998. The Deputy Secretary appoints
Members, and at this time there is an acting Deputy Secretary who is primarily concerned with the
Laboratory Operations Board and other field activities. The Board reviewed an options paper
prepared by Fund staff: The options were:
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1. Invite some or all departing members to stay
2. Invite some or all of the big customers (EE, EM, DP) to rejoin
3. Extend all current member terms into mid-1999
4. Invite a new "small programs" representative, such as Intelligence or Counterintelligence

Suzanne Furr, the NN representative suggested the following three cluster option:

1. The big customers (EM, DP, SC, etc.) On a rotating basis
2. Representative of the remaining non-Departmental Administration organizations
3. Representatives of the Departmental Administration Account.

After discussion, the Board agreed that the no decision would be made at this meeting, and that
Chair would solicit input from customer organizations and get back to the Board.

(7) OTHER MATTERS

1. Betty Smedley, the CFO representative, gave the Board an update on pricing policy for the
Corporate Executive Information System. The CFO has been able to acquire a site wide
licence from the vendor that reduces the costs to customers. For FY 1999 the per connected
user cost will be $425. Previous estimates were based upon one-time connection fee of
$400 per user, and an estimated re-occurring cost of $325 per user. In addition, the CFO is
forming a users group to ensure that the system contains the data elements that the
customers want.

2. Chuck Roy of Fossil Energy asked that the agenda of the December Board meeting include
a discussion of using the Fund to finance various charges to programs including those that
previously had been paid for by Field Management. These include the GIDEP and utility
rate intervention costs, among others. It was agreed that staff would look into the situation
and bring the issue back to the Board at the December meeting.

3. The next Board meeting was tentatively scheduled for Thursday, December 10, 1998 at
1:30 PM. NOTE: Due to the Secretary's use of 8E-089 on December 10, the next Board
meeting has been rescheduled for December 17.

(8) ADJOURN

The meeting was adjourned at 2:25 PM.
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BOARD:
Chair: Rick Farrell
CFO Betty Smedley
EH Geoffrey Judge
EI Steve Durbin
FE Chuck Roy
GC Eric Fygi
NE James Colsh
NN Suzanne Furr
SC       John Aleva
WT     Bob DeGrasse
MA     Howard Borgstrom, Secretary
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ATTENDEES:
MA: CR:
Karen Adams Robert Emond
Doug Bielan Woody Fisher
Ginnie Bitler Jack Lopez
Stanley Cobb George Tengan
Brian Costlow DP:
Louie D'Angelo Ed Inge
Fran Feiner IG:
Diane Friis Barry Schrum
Don Frizell EE:
Pete Grahn Marvin Gunn
John Harrison Frank McCann
Coreen Lenord FM:
Charlie Morris Steve Smith
Anthony Nellums HG:
Pete Richards Brian MacPherson
Jeff Rubinstein Richard Tedrow
Ron Shores EH:
Dean Smith Leslie Gasprow
Laurie Smith Dan Woomer
Amos Street EM:
Linda Sye MaryAnne Breland
Bill Sylvester GC:
William talbot Ralph Goldenberg
Tom Tamura NE:
Bobbie Tierney Arnie Sirulnik
Maryanne Wallace NR:
Ann Warnick Damara Grifth
Bill White Mike Parino
Dallas Woodruff PO:
CI/PA: Camille Jagessar
T.J. Hopkins Linda Whitted
Laura Brown BPA:

Roger Seifert
WT:
Cheryl Dinkins
Mike Mescher


